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Toe BUSINESS DEPRESSION of 1930 was no 
mere passing episode. The appalling loss and 
suffering entailed have struck home the more 
forcibly because they followed a period of 
unparalleled prosperity in a country that 
still possesses vast wealth and abundant 
resources. As a result of its duration and 
severity, the depression has shocked business, 
governmental and social agencies into com- 
mendable activity for the relief of human 
suffering and distress. 

But, what is more significant for the future, 
it has also aroused an insistent demand for a 
searching analysis of the weak spots of the 
business and economic systems under which 
such a calamity was possible. It is an en- 
couraging sign that men are beginning to 
question whether these recurring periods of 
boom and depression are not preventable; 
whether it is possible under better manage- 
ment to insure greater security to all classes 
of people who are willing to work; whether 
their faith in American achievement and 
standards of living can be preserved. 

Evidence is multiplying that these ques- 
tions can be answered in the affirmative; that 
this challenge to the American business and 
economic systems can be met in such a man- 
ner as to justify our confidence in them. In- 
stead of regarding business depression as a 
storm to be weathered or a condition that 
must be endured and allowed to “work itself 
out,” thinking men are beginning to look 


upon it as an economic plague that can be 
averted and wiped out by preventive meas- 
ures. Sentiment is stirring in favor of doing 
something about it, heeding the warning of 
our latest experience and preparing actively 
to meet the issue it raises. 

It is the responsibility of the business press to 
crystallize constructive policies and to encour- 
age progressive leadership. ‘Therefore, the 
McGraw-Hill Publishing Company desires to 
doits part in helping to clarify the situation and 
to stimulate thought and action. It believes in 
the philosophy of individual enterprise and co- 
operative effort on which American achieve- 
ment has been based. And it has confidence in 
the ability of American management to recog 
nize and adopt sound economic principles as a 
basis for constructive business policies. But it 
is equally certain that only by conscientious 
effort on the part of each business unit, large 
or small, can American business as a whole re- 
turn to normal and pursue a steady course. 


_— IS ESSENTIAL for uninterrupted 
progress. To assist in such a program the 
McGraw-Hill Publishing Company offers 
through its publications the following prin- 
ciples and practical suggestions as a guide 
in formulating individual plans. They are not 
presented as a ready-made formula for suc- 
cess, but as a foundation on which business 
can be built with some protection from the 
shocks and dislocations that have plagued it. 
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GENERAL OBJECTIVES 


The following general objectives are fundamental in 
planning sound business developments: 


1. Maintenance of Established Standards of Living 


The belief that there is danger of a general over- 
production of wealth, that technical development 
necessarily involves unemployment, or that 
standards of living cannot be indefinitely in- 
creased is an economic fallacy. American business 
should not yield to it in any of the policies it 


pursues. Rather it must protect and preserve our 


economic standards and social traditions by main- 


taining high purchasing power and regularity of 
en:ployment and dividend disbursements, based 
on more stabilized methods of management and 
financing made possible by long-term planning. 


RECOMMENDATION: Conserve and add to the gains achieved in the past ten 
years through technical advance, improved forms of industrial organization and 
methods of management, and new devices for financing industrial and market 
expansion. Increase efficiency in the economic production and distribution of goods 
and services so as to facilitate their widest possible consumption and thereby raise 
the standard of living of the American people. 


2. Stabilization of Future Business Growth 


So long as there are wide fluctuations in business 
and in price levels, the gains to some groups are 
cancelled by losses to others and there is no net 
gain to the country as a whole. The interests of 
the speculative and creditor groups should be 
subordinated to the interests of those concerned 
with the production and distribution of goods and 
services. The latter should have a larger measure 
of leadership in business policy to insure sound 
and lasting prosperity. 

This leadership can be exercised only by a more 
deliberate process of long term planning and 


organization for the direction and development of 
business operations. Such effort involves market 
analysis, sales control, product development, 
modernization of factory and office methods, fore- 
sight in purchasing, long-term financing of fixed 
capital requirements and a stimulated program of 
capital investment in 1931 for the restoration of 
business volume. All this must be supported by 
broader policies of coordination within the indus- 
try or trade, cooperation with labor and participa- 
tion in the organized development of regional and 
national resources. 


RECOMMENDATION: Direct individual and organized effort to check excessive and 
unbalanced industrial and financial expansion, and prevent wide changes in price 
levels. This will remove the incentive to speculative gain, avoid conflict of creditor and 
debtor groups, and promote confidence in long-term investment and borrowing. It will 
also encourage productive and commercial enterprise, maintain a steady increase in 


consumer purchasing power and stabilize business progress. 


3. Promotion of International Business Cooperation 


The world is economically interdependent. Though 
the United States is the dominant factor in world 
prosperity, she cannot maintain or increase her 
own prosperity indefinitely without sharing it 
with the world, nor can her business system sur- 
vive unless, by sharing its benefits, the other 
nations of the world can preserve their faith in it. 
This calls for a more active policy of interna- 


tional cooperation on the part of American busi- 
ness to assist in the gradual reduction or removal 
of unnecessary trade barriers that interfere with 
the natural exchange of goods and services be- 
tween peoples, the development of a more stabi- 
lized international mechanism for the movement 
of capital and control of credit, and the revision 
of war debts and reparations. 


RECOMMENDATION: Support individual or organized effort to promote cooperation 
among business and financial interests of the United States and other countries, in order 
to facilitate the normal international movement of goods, services and capital, and there 
by enhance economic stability at home and elevate standards of living abroad. 
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4. Encouragement of Private Initiative and Responsibility 
vs. Extension of Governmental Activity 


American business should encourage self-govern- 
ment. It has already shifted enough of its respon- 
sibility and thereby yielded enough of its initia- 
tive to government and must stand its ground 
against further extension of governmental action in 
matters in which it can assume responsibility itself. 

The essential function of government is to keep 
clear the field of economic activity for private 
business initiative and to assure a basis of fair and 


equal competition in domestic and foreign trade. 
It should refrain from competing with any kind 
of business itself. It should facilitate and en- 
courage the development of necessary controls 
upon business through organized self government. 
It should safeguard the economic stability of the 
country by maintaining stability in its own fiscal 
and international policies. It should reduce to the 
minimum the number of laws affecting business. 


RECOMMENDATION: Oppose governmental regulation, control or expenditure 
which tends to limit or weaken private individual initiative or cooperative effort, or to 
diminish the responsibility of the individual business concern or organized industry, 
for the accomplishment of the objectives stated above. 


RESPONSIBILITY FOR ACTION 


This course of action for (1) the maintenance and 
elevation of American standards of living, (2) 
the stable development of American business, (3) 
the promotion of international cooperation and 
(4) the restriction of governmental encroachment 


upon private initiative and cooperative effort 
cannot be carried out without the earnest par- 
ticipation of individuals and organized groups 
representing all types of business and industrial 
activity. 


Upon the following major groups the main 
burden of responsibility rests: 


A, Industrial and Business Management: A 
few thousand business concerns in this country 
employ the bulk of the wage-earners, originate 
most of the consumer income, and produce the 
chief part of the goods and services that determine 
the standard of living. Upon the management of 
these concerns therefore rests the main responsi- 
bility for action that will: 


(1) Formulate long-term plans for research, production, dis- 
tribution, purchasing and financing. 


(2) Support cooperative effort through industrial, trade and 
commercial organizations. 


(3) Maintain wage scales that permit a high standard of living 
and purchasing power. 


(4) Maintain and equalize employment by adjustment of 
working hours. 


(5) Establish a reserve to protect the security of employment 
in times of reduced production. 


(6) Establish and maintain stable prices. 


(7) Maintain reasonable, stable dividends, conserving surplus 
accumulated in periods of prosperity for such use in slack 
times. 


B. Industrial, Trade and Commercial Organ- 
izations: The power of business units is multi- 
plied and their leadership is strengthened by 
vigorous, intelligent and far-sighted trade organi- 
zations. Through them it is possible to carry the 
foregoing principles into action on an industry- 
wide basis, which is necessary to their realization 
in each industry as a whole and to the even 
balance among all industries requisite to stable 
progress. They should cooperate in: 


(1) Collection of data on costs, stocks, production, potential 
productive capacity and market conditions. 


(2) Interchange of credit information. 
(3) Development of codes of practice. 


(4) Establishment of standards of employment salaries and 
wages within the industry. 


(5) Development of opportunities for stabilizing business. 
(6) Study of market development. 


(7) Economic development and use of natural resources. 
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eS. Banking and Financial Institutions: Next 
to the will and intelligence of individual and organ- 
ized business, the most important factor in achiev- 
ing the four objectives of this platform is the under- 
standing and cooperation of the banking system 
in checking excessive inflation in times of pros- 
perity and excessive deflation in times of depres- 
sion. In the exercise of this function, business 
itself may well expect banking and financial in- 
stitutions to: 


(1) Require business management to think in terms of long- 
time planning where financial assistance is provided. 


(2) Encourage corporations to accumulate substantial re- 
serves in good times to be used in slack times for develop- 
ment and dividends. 


(3) Discourage the extension of excessive credit in periods of 
unusual prosperity and in like measure facilitate legitimate 
credit in times of stringency. 


(4) Assist in the promotion of mergers where real benefits can 
be obtained but oppose the merging of corporations for 
stock selling purposes. 


(5) Lead in the development of international financial coopera- 
tion. 


D. Labor: Stability of industrial and business 
operations requires a sympathy by American 
workers with the policies expressed in this plat- 
form, and a willingness to cooperate in making 
them effective. Responsibility rests upon labor 
as well as upon management if the worker is to 
enjoy the benefits of our business system. To this 
end labor should actively support these principles: 


(1) That increased wages are dependent upon increased effi- 
ciencies in production and distribution. 


(2) That business must be conducted profitably if labor is to 
enjoy higher standards of living. 


(3) That employers operating on a program of long-time plan- 
ning provide the maximum stability of employment. 


(4) That labor should demand of their leaders an understand- 
ing of sound business principles. 


(5) That the welfare of labor will best be served by recourse to 
arbitration and the avoidance of industrial strife. 


(6) That the development of international trade is essential to 
domestic prosperity. 

(7) That the extension of governmental activity hampers busi- 
ness in assuming its social responsibilities. 


E. Government: The essential function of 
government is to keep clear the field of economic 
activity for private business initiative and to as- 
sure a basis of fair and equal competition. It can 
best promote sound economic development 
through these policies: 


(1) Refrain from competing with any kind of business itself. 

(2) Encourage the development of the necessary control of 
business through self-government rather than by legisla- 
tion. 

(3) Safeguard the economic stability of the country by main- 
taining stability in its own fiscal and international policies 

(4) Exercise the greatest economy in public expenditures. 

(5) Reduce to a minimum the number of laws affecting busi- 
ness. 

(6) Cooperate with foreign nations for the fullest development 
of international trade 


AND IN CONCLUSION 


_ RECOMMENDATIONS can have value only 
as they are applied in the planning of individual 
company operations and in the programs of those 
industrial, commercial, financial and govern- 
mental agencies that are responsible for the con- 
duct of our economic affairs. But taken broadly 
they constitute a platform of economic principles 
and business policies upon which far sighted 
management may well make a stand. 

New conditions of our modern industrial civili- 
zation have laid new social responsibilities upon 
those men who guide the destinies of business 
enterprise. The protection of the welfare of 
workers and their security of employment and the 
assurance of permanent income to investors have 
become basic factors in the attitude of public 
opinion towards industry. And public opinion in 
the end has the power to preserve or to curtail 
that freedom of initiative around which the whole 
philosophy of American life has been organized. 

Business management must meet the call of 
these responsibilities, therefore, if the people of 


the world are to be lifted out of the present depres- 
sion and given assurance of greater stability of 
earning power in the future. Business leadership 
itself must strengthen and secure the success of 
this system of private initiative and cooperative 
effort upon which the prosperity of this country 
has been founded and of which it stands today as 
practically the sole exponent. 

This proposed platform is being presented to 
American business through McGraw-Hill publica- 
tions reaching into nearly every major industry in 
the country. It will be developed and interpreted 
editorially as a guide to the formulation of in- 
dividual plans and business policies. 


As A FURTHER AID in that direction the 
reader will find within this supplement a check 
sheet of practical suggestions. Many of them are 
known to be practised by successful, well managed 
business concerns. It is believed that they will be 
of value and assistance toallAmerican businessmen 
in planning for future progress and prosperity. 
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A CHECK SHEET 


of Practical Suggestions 


for Planning a 


Company Program 


I—Long Term Planning of Business Operations 


A\nalyzing 
the Business 


Sales 
Control 


Production 
Modernization 


Financial 
Policies 


A, Definitely abandon the yearly period as the basis for business operations, except in accounting 
matters. 


(1) Project business policies and planning, wherever possible, upon a three-year period or longer as a unit. 


B. Initiate research from the customer’s standpoint to determine: 


(1) To what extent established lines should be replaced, improved or simplified. 
(2) What additional markets can profitably be penetrated with these lines. 


(3) What new products can logically be added for present and new markets. 


Appropriations made for this research should be distributed over a long enough period to carry 
the project through without interruptions. (Some companies charge such appropriations to capital 
account just as they do the cost of a patent or a new building.) 


C. Carry this long term planning into sales control, involving distribution methods, sales forecasting 
and pricing. 
(1) Revise present methods of distribution and service to conform to the best interests of the customer. 

(Exam ple—establishment of retail stores by mail order houses.) 


(2) Prepare sales forecasts by products and by markets with regard to competition. (Leading institutions have found 


that modern sales forecasting can be correct within 2 to 8% for a year ahead and within 5 to 15% for three years 
ahead.) 


(3) Know costs and stop selling at a loss. Maintain firm minimum prices based on production costs. (Business history 
shows a high degree of prosperity among those companies, large or small, which have had the courage to stand on a 
minimum price that insured a profit.) 


(4) Plan sales organization, sales program and advertising on at least a three-year basis. 


D. Plan for uniform production as far ahead as possible on the basis of sales requirements already 
determined. 
(1) Modernize and replace every existing production facility, including plants, factory and office equipment and methods 


where it is possible to effect cost reduction and greater production flexibility. (Stores, banks, and offices have a 
production problem no less than factories.) 


(2) Do not expand production facilities in the mere hope for lower costs through larger production, but only where the 
long term forecast shows the necessity for additional facilities. 


(3) Base purchase of materials, supplies and equipment upon the marketing and production program for the three-year 
period and make purchases as far ahead as practicable. 


E. Stabilize financing. Working capital requirements for labor and material, and business capital 

requirements for development and expansion, can be determined with reasonable accuracy for a 

period ahead by long term planning. 

(1) Do not depend permanently upon bank credit for purposes other than short-term loans for current working capital. 
(In the interim partial payment financing of equipment, etc., is widely accepted as sound business practice.) 

(2) Raise needed fixed capital requirements by bond or stock issues whenever reasonably advantageous. 


(3) Invest surplus in short-term commercial paper or good bonds rather than employing it in call money or for purely 
speculative purposes. 


Many of America’s soundest corporations have adopted these financial policies. 


II—Coordination with Industry or Trade 


A, The success of long term planning for an individual business is multiplied and secured when 
similar policies are established throughout the industry. 


(1) Aid in the establishment and share in the active development of an industry, trade or commercial organization — 
(a) to collect data on costs, stocks, production, potential productive capacity and market conditions. 
(b) to interchange credit information. 
(c) to develop codes of practice. 
(d) to take full advantage of legal trade cooperation. 


(2) Cooperate to establish standards of employment, salaries and wages within your industry. (Labor is particularly 
susceptible to advantages offered by a business where long-term planning gives stable employment.) 


lll— Promotion of National Prosperity 


Stabilization 
of National 
Purchasing 
Power 


Development 
of National 
Resources 


A. The net profits of a modern business depend not only on its own activities but on sustained 
business stability throughout the country. There is a vital responsibility upon each business enter- 
prise to do its share to provide national stability of purchasing power through — 


(1) A policy for employment. 


(a) Establish a minimum payroll based on the planned program of production and sales and consider this minimum 
payroll as a fixed charge on the business. (Eample—the Procter & Gamble plan.) 


(b) Maintain a salary and wage scale that permits a high standard of living and thus of purchasing power. 


(c) In slack periods, preserve the organization of trained perscnnel by reducing hours of work per man rather than 
reducing number of employees. 


(d) Set up a reserve to protect the security of employment in times of reduced production. 


(2) A policy for dividends. 


(a) Resist the temptation to pay out excessive sums in dividends in boom times. Rather place excess earnings in 
reserve and do not hesitate to use this reserve in slack times to maintain national purchasing power through 
dividend disbursements. (Example—U. S. Steel Corp. policy.) 


(3) A policy for 1931 expenditures. 


Business cannot return to normal until there is put into circulation for one year an additional amount of money 
equivalent to approximately $300 per employed person over the amount spent in 1930. If individual business 
initiative is to assume the responsibility of returning the country to normal then each employer must accept his 
quota. Where the volume of business does not warrant this increase in the form of operating expenses, the 
money may be placed in capital expenditures— modernization, research for development, new patents, etc. 


B. Each business enterprise has a responsibility to aid in the development of regional and national 
resources. 


(1) Encourage and cooperate in the coordination and promotion of the economic area in which you are located through 
constructive programs for the improvement of agricultural, commercial, industrial and community development. 
(Example—New England Council.) 


(2) Assist in the work of national asscciations devoted to the improvement of business ethics, the promotion of higher 
standards in the commercial, industrial, financial and political administration of the country, and the simplification 
of the laws governing business. (Example—Chamber of Commerce of the United States.) 


IV—DMaintenance of World Business 


International 
Business 
Cooperation 


Probably the greatest potential market for present and future American products lies in that foreign 
field represented by the present difference between the living standards of the American public and 
those of a billion and a half people in many other countries. Any slight increase in the living stand- 
ards of these vast populations will bring immediate benefits to American manufacturers, as the 
largest producers of those commodities contributing to labor saving and luxury. 


A. Support cooperative studies and formulation of world policies among business interests through 
international business organizations on such subjects as — 

(1) World tariffs. 

(2) Trade discriminations. 

(3) International movement of capital. 


(4) War debts and reparations. 


B. Promote uniformity in foreign trade practice by encouraging coordination among organized 
industries. 
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